public, can decrease overall employment and earnings by diverting spending f
other (more labor-intensive) sectors of the economy.

Finally* the net employment effect of a policy choice will also depend
on the way the energy investment is financed.  Finance refers here to the mi:
of funds used to pay for an energy system, including public grants, loans,
tax credits, private expenditures combined with public funds, or private
funds alone (as in the case where a technology is mandated by law).  If the
energy investment is financed through increased private spending, funds will
be diverted from other types of expenditures in or outside of the region.
This will offset some of the positive factors described above.

It is more likely, however, that public funds will be used for the
investment, either in the form of direct procurement or financial incentives
to the private sector.* They will also divert spending from other sectors
of the economy, to the extent that public funds displace private funds.  The
magnitude of this displacement depends on the method used to finance public
expenditures and prevailing businesscycle conditions.  There will be a
one-for-one displacement of public for private funds if the public expendi-
tures are financed through taxation.  If, on the other hand, public expendi-
tures are financed through debt, displacement will be greater when financial
markets are "tight" (e.g., during a recession) than when the economy and
financial markets are experiencing expansion.

Unfortunately, the analytical work in the area of energy and jobs is very
limited.   Most of it to date examines only the direct employment effects
associated with new energy technologies, in particular solar energy and conser-
vation, as compared to conventional alternatives. These studies indicate that,

Solar hot water, heating and cooling technologies, in residential
applications, can create two to eight times more direct jobs than
conventional alternatives. In the case of liquified natural gas (LNG)
where most of the direct labor is created in foreign countries, these
solar technologies can create 50 times as many direct jobs.

*It is possible that the energy investment will be financed by reducing
public expenditures in other programs.  In this case, the decisionmaker would
also need to consider the employment effects of reducing these expenditures.
However, budget reorientation is rarely used as a means to finance new public
investments.

''See:  The Job Creation Potential of Solar and Conservation: A Critical

Evaluation, Meg Schachter, U.S
Evaluation, May 1979. Mimeo.
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